
using a statistically valid sample of retail and wholesale queries drawn on a monthly basis
as opposed to measuring each update to the databases individually. The Commission
agrees that the databases to which these measures apply are parity by design and the
process for updating the databases is the same for both retail and wholesale orders.
Therefore, the Commission orders that BellSouth shall collect data for database interval
and accuracy using a statistically valid sample of retail and wholesale queries.

Finally, as part of it's frrst request, BellSouth states that the Commission Order
requiring BellSouth to disaggregate PO-I (Average Response Time for Loop Make Up
("LMU')-Non Mechanized) and PO-2 (Average Response Time for LMU-Electronic) on
a product-specific basis into ADSL, HDSL, Other DSL, and Line Sharing is unnecessary.
From a measurement perspective, the only relevant inquiry is whether BellSouth provides
LMU information in a timely manner. The Commission orders that the disaggregation
levels for PO-I and PO-2 be amended as requested by BelJSouth because LMU does not
distinguish between loop types.

BellSouth requested the Commission clarify that the Order's reporting and
enforcement provisions take effect March 1, 2001, and asked for additional time until
June 30,2001, for implementation of certain measures ordered by this Commission. The
Commission ordered the measures effective 45 days after issuance of the Commission
urder ot January 16,2001. To coincide with the first day of the month, the Commission
orders that all reporting and enforcement requirements shall take effect on March 1,
2001. The Commission is aware that it takes an enonnous programming effort to
implement the new measures and additional disaggregation in its Order. Therefore, the
Commission grants an extension until May 1, 2001, for BellSouth to provide CLEC­
specific data for SQM reporting purposes, to provide CLEC-specific data for purposes of
the Enforcement Plan and to provide product specific data for purposes of the
Enforcement Plan for the measures identified in BellSouth's motion. This extension does
not relieve BellSouth of the obligation to pay Tier 1 penalties. BellSouth shall implement
the interim methodology in accordance with the proposal included in its motion.

Third, BellSouth sought reconsideration on the appropriateness of including OSS­
1 (percent Response Received in X Seconds), CM-I (Timeliness of Change Management
Notices) and CM-3 (Timeliness of Documents Associated with Change) in Tier 1 of the
Enforcement Plan and the appropriateness of Tier 3 penalties in light of substantial
penalties adopted in Tier I and 2. The Commission concludes that OSS-I, CM-l and
CM-3 are industry wide rather that CLEC-specific and should be excluded from Tier 1 of
the Enforcement Plan. The Commission denies BellSouth's request to exclude Tier 3
penal~es from the Enforcement Plan.

Last, BellSouth requested the Commission reconsider the amount of penalties for
late and incomplete Perfonnance Reports, to modify the Commission's Force Majeure
provision to include situations in which CLECs attempt to "game" the Enforcement Plan
and to reconsider its Order and adopt 1.0 as the delta value for individual CLEC
calculations and .50 for aggregated calculations. In response to penalties for late and



incomplete reports, the Commission orders penalties, in the aggregate, be paid to the state
on a progressive scale as follows:

1-7 days
8-15 days
16-30 days
31 + days

$5,000
$10,000
$40,000
$5,000 per day

The Commission denies BellSouth's recommendation to modify the Commission's Force
Majeure provision and the Delta Values.

WHEREFORE IT IS ORDERED, that, except as set forth in this order,
BellSouth's and the CLEC Coalition's Motion for Clarification and Reconsideration is
otherwise denied. All findings, conclusions, and decisions set forth above are hereby
made findings of fact, conclusions of law, and orders of the Commission.

ORDERED FURTHER, that all findings, conclusions and decisions contained
within the Commission's January 16,2001, order remain in full force and effect except as
otherwise expressly ordered herein.

c:mr:m:n FURTHER, that a motion for reconsideration, rehearing, or oral
argument or any other motion shall not stay the effective date of the order unless
otherwise ordered by this Commission.

ORDERED FURTHER, that jurisdiction over these matters is expressly retained
for the purpose of entering such further orders or orders as this Commission may deem
just and proper.

The above action of the Commission in Administrative Session on the 6th day of
March 2001.

Reece McAlister
Executive Secretary

y- 7-01
Date

~~sa.#<#f?£
~urenMe naln. '

Chairman

/}J -0'/ -01
Date
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APPENDIXD

Docket Number 8354-U, Third Party Test
Order(s) (May 20, 1999 and April 27, 2000)
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Dacket No. 8354-U

OIlDIBON Q11TJQIlQR TIIJ!Q) PAIlTY~.:'.~. '.-,

III re: 1IweIdp1ioa iDIo DeNIo...._ ..(:Ilectro_ Iaterfacel for BeIISoatla', 0penti0uI
Sa.pportS,-.

The OecqiaPubJic Service Commj.tioD ("Commitlioo"} iaaJ_ thil OnIerto __lith .. tbinI
party teItiDg prosnm oftbe opentioaal auppart.,... ("OSS' ofBelJSouth Te1ecoIlllD1lfticatiODl,
IDe. ('Be11South"). Tbe Cnmmiaion cstablish«l tIda cue 10 diSCUIS ad pi... Illy ...wy
enhancemeats to BeIlSouth's opcnDons support &yIteJDI which will aid emry by competUive local
erd!Inp compuies ("CLBCs") imo tile local mirket, aDd to easure that the 8ysteIDa meet the spirit
aad the inteat of the Te1ecommnnjcatioas Act of 1996. OIl JuDe 4.l99S. the Commi-ioD iuued its
Otdtr A.dopdDa OSS Report. The ComnriMion IPOCifiClUy 1. open tbia cIocDI to ClOIdiIIJe to
moaitor the development ofBellSouth'. OSS.

On December 22, J991, aCOIJmoD ofCompedtive Local Exchange CIIriers (CLECs) filed •
Petition for Establiabmem of. Third Party TeadDgPrOJllJD ofOperatioaal Support Systems (the
Pelition). In the Petition, the CLEC. outIb1ed. proposal tbr1bird pm1ytestiDg. On IIIUlfY 21, 1999,
BeDSouth nwpoaded to the PetitiOD IDd objected to lIlY tbini p8J'ty Ustir:as ofits systemI. Bel1Soutb
colltellded that the Commission's ef!bnamDocketNo. 83S4-U provided suflicieDt dIta to ...
BenSouth'sl)'lteml, After reviewios tbe a.EC1' Petition ad Bel1Soud1'11'OIPODICt die
CommiIsioo hereby ..... the Petition in part ud deaied it in pert.

A. I!Ietwio'

The CGmniuiott... that teItiJIs of'BeI1Soudt', OSS by aD. outside party is • wort1lwIille
eadeavor. The Commiuion's IUtbority to implemeat ID audit stems 1tom its general juriadictioD to
enmine the a&irs oftelecomn1oic=aiio. compuiea, ita authmity to implCllllenr the
Telecommunieatiou and CompetitionDevelopmeat Act of1995 (the Georsia Act11Dd its aU1bority
to review BtllSoutk'. compIiaDce witll Sectiaa 271 oftbe Te1ecollllllUDieatioDa Act of1996 (the
Federal Act). The Commiaaioll DOtes tbIt UDder Sectiml271 BeUSouth bas theburden of
demoDltnltioa complilnce with the J4-poiDt cbeddi.t

Docbt 83S4-U
Paae 1 ofS
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1. Firm A:

• The &rat IUCIit firm ("Firm A1 will coaduct the aetuIl .... ofBe1JSoudl'. 088;

• Fum Awill conduct feature, ftlaction ad volume teItI UIiDg BeUSouth'.
iDtdceI COJIIiIteDt with the requin..... cIilCUlIed below.

• Firm A will report tile IWU1ts oftJae teItI ...aiDa the fiut«ionl1ity ad
operIIiOlll1 read... ofBelSouth'. OSS.

2. FinDS

• The IICCIId IUdit firm ('1Tum Bj will iDdepeadeady maaitor the teItI coaducted
by YUDI A aDd pIOYide IIIiItaace ad nportI to the Commjajan ud its S1at1' ill
Older to aIIiIt the IUdit oldie...

• Firm B will mduaae tile tnNeetiOM' .. operadoDal teItiDg COJMbaeted tlnup
Firm A', teat facility IIIlI BellSoudl'. OSS to detmDiae wht6er tile r.wta
reported. tbmuP the tell pmceI& match 6e laW data aDd the reports geaerated by
BeIISoutll'. OS8 npaItiDa ayItemI. YJrJIl B will also ccmduct die aJdit of
BeIlSouth'. P«aatPIow-Tbroush Stmoe Request repxt cIeaiINIcI below;

• Firm B will prepare aDd deIiva" iDterim AIpOdI aDd a fiDaJ report to the
CommiuioD OIl a ICbedule to be cIetermiDecl.

3. CqmmjMion Stiff

The QnnmjuiOJl deliS- the Commillioll StIff'to WOJk with FJnIl A ad F'1I'Dl B
during the audit pmceII. Tbe Staft'wiD work with the cfesipated tirJm to CODduct die
teItiaa to the meat deemed DeCllIU)' by the StIf[ The StaffalIo will work witIl the
delipated ftrma to pnpare tile fiaalnpart to be pIe••ad 10 the Commission for the
('.ammiuinn'. UIe in 1biI docket, ad in preparaticm for the Ccnmiuion'.
reonmmendlmn inDocket No. 6863·U.

c SWi'r !=nCr 7.glT",
1. AgaofT,..

The CcnmiaioD hu rwiewed the CltelPiei oforderI placed e1ectraaic11ly IIId believes ibat
the audit IbauJd be tocuIId OD the fbl10wiDa CItIPieI lid orden: (J) ONE 11III01 Joopa,
both with and without mUI" probebility (lNPI LNP); (2) UNB Switch Pcrts; ad (3) UNB
BII'" IDd JleIideDce LoopIPcxt CQDIbinltiOU. Ia Idditioa. the CommiuiOD will require •

Docbt83S4-U
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full audit (itr the 1ateIt 3 month. data) of the 1IIIderIyiDs .BeIlSoutb', , ...PIow-'l"JnaP
SeM....... npact IUbDIiated in itt maaddy Iba ill Docket 7192-U ill onItr to ...
that tbe teIUIb nftecIecl tbnin lie conect. TbiI IDCtit will allO iaclude • review of
BeJlSouth'. error 1DIlyRs.

2. ass f't"'dionUAbe I.".

The tilt wiD co".- the five ass flmctiou oCpre-onIerirJ& orderiDI. provilioaiD&
mainMn.... 1Dd repair, ad bi1IiDa~ supported by aD inc:umbcllt LBC'. dlttbalea
aad iDfbrmatiaa.

3. Igtrira 10 be Iretod

The iIlIterfaaca to be ......T_ Ci"""nicetioN Aoce. Gateway <-J'Acr)~.
TAG orderiag aacl EDI onIeriD& ECTA, TAlI, ODUP, BODUF, ADUP, CRIS ad CABS
billiq.

The tyItemI will be teIted It bath aormal UId peak yoIgmM to CMIu8te BelJSoItil'. ability to
procell npa......We buR wbo&naIe tnallCdoD. voIwDeI to support CLBCI eIIIrY iato the
market. Volume data will be developed IomIClUll tnnacriOll data, CLEC fbraIII, IDd
QUe audieI ofDIIr.ka Ibue.... ia relIIed 1IIIdaItI. Volume elida will be ct.nIapecl by
....and ardertype b'= B.eIoId~UBbJIIdW Netwark...... (lDcll'm".
onmbiutioM of.......>. Pre-Orderiaa ta• .coas" ud TruuhJe repoItI. AD.,.,. or
...wCII ad order&. with ucl without emn. will be iaoJuded illdie vobM tMrin& II

~ for die iater&ce beiDa teIted.

Within 10 days oftile dateof'tbiI Ord8'. BeIlSautb IbaI1 file a detailed tiltpia tbIt
accompliJbes the cliJectiwI CODtaiIed .... The _ plan cbsl1 also iDcIucle ID .djmeted

time frame for .cCI),••hing it. 1"be CommiIlioD IhIIl nMew ad, ifappropriate,~
this plan to eaue CCIIIl'tiIaoe wah ita ord«. JJeIIScuth DaU belt the 00ItI1IIOCiated with
implementation oftile t_ piuL

The audit firma wiD aabmit interim NpOl1I to the Commillioa aDd to BeUSouth
documeDtiDa the redta oftile audits.

At the CQDCII.-iou oftbe~ tM firma, in ooaju.Dctioa with tbo S1:Ift wiD iaIue • fiDal J.,rt
to the Commillioa ad toBeUSouth docmnenti"8 the rOIUItI oftile audit aad lIlY f1aaI coac1ulIioas.

Dodcet I3S4-U
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Whea the 6aa1 report ill pl'IItlIIted to the CO""DiNioa. aa.y iDtasted a..EC will haw tile
oppoItWIity to OOIIVIMII! OIl the teIUIts let faith ill the filial report.

The CommiaioD will UIe tile 4aal reportua.I, mCODjuacdoa witb hdbrmlliOl aIreIdy
col1cded inDockIt No. 83S4-U ad DocIDIt No. 7892-U, in Il'l'iviDg at its t1III1 NCOmmMMlltiaa to
the FCC on the operatioul reldb••• ofBeUSoath'. OSS.

wecRBFOU IT l8 OBDEJRD. tbIIt tile a.BC Petitioa b BerIbli....... ofa Tbkd
Puty TeIIiDa PrOjian ofOperalioul Support SY'" iI heIeby sraIIIled in pan ad deBiecl ia part u
.. forth in the bociy otthia Order.

ORDERED PUIl'l'JlU, that witbiD 10 clays oftbe date oftbil Order, BeUSouth sbIlllJe a
detailed teIt pia orits OSS fer Comm;uioll review. Be11Soatb is IJrtber onIcnd to file. i_ItO, ad
oompJete the...plan in compJiace with the..coaditiou, ad scope lei b1b in tile body of
tbi.Order.

ORDDED J'URTIII:II, tbIt all find;n... CODCIuIioaa. aacl It..... let f'arth in tile
pnrediq IeC&ioDt otthiJ Order lie adapted U 6ndinp ot&ct, cc.clnliou ofJaw, _ ........ of
..t11tary poBey ofthiJ Cannnillion.

ODDED PUIl'J'llllR. tbIt a matiaIl for ftlCODIideratioD, rehesriaL or onl IfIPnnnt or
any other JDOtiaa abIIl DOt stay the etrective elite of tbiI Order, UDleu ott.wiII ordered by die
Commiuim.

OJmJ.1ll.l) trV:R't.Bl'lR, that jurildicDoa over ... IIIItteR is expnaly retafwed for die
purpoIe ofatIlriDg lOCh fiutber Order or Orden. tIIiI Commillion may deemjut aad pmper.

The above by action ofthe Cemmiuicm in AdmiDiItndive SaaioD

Docat83S4-U
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In re: Investigation Into Development of EI~~c'~eMces for BellSouth's Operations

Support Systems
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flO.an- •. BAKIDt. JIll.
DAVID L.•UftCRSS
eo. DURDEN
8TANWlK

..

ORDER ON BELLSOUTH'S MOTION FOR A PROTECTIVE ORDER AND
KPMG'S MOTION FOR A PROTECTIVE ORDER

On April 10, 2001, BellSouth Telecommunications, Inc. ("BellSouth") filed with the
Georgia Public SPTvit:'e Cornmis~ion. ("C'ommissi"n") $I Motjon for ~ Protective Order
("BellSouth Motion"), requesting that the Commission quash the notice served by AT&T
Communications of the Southern States, Inc. ("AT&T") seeking to depose three of BellSouth's
employees. BellSouth argues that AT&T's notice is improper because AT&T is not authorized
to depose BellSouth employees in this docket. (BellSouth Motion, p. 1). BellSouth also argues
that "deposing BellSouth employees would not lead to the discovery of admissible evidence
reJevant to the Issues at hand." Id,

BellSouth will not be sponsoring witnesses at the May 8,2001, hearing scheduled in this
docket. The purpose of the hearing is to examine the Final Reports submitted to the Commission
by KPMG Consulting, LLC ("KPMG") on March 20, 2001. The Commission finds that it is not
appropriate at this time for depositions of BellSouth's witnesses to be taken. Accordingly, the
Commission quashes the deposition notices served by AT&T upon BellSouth. However, the
Commission directs BellSouth respond immediately to the interrogatories served upon it.

On April 16.2001, KPMG ftled with the Commission a Motion for a Protective Order
from AT&T's Discovery Requests ("KPMG's Motion"). The Commission finds that it is
appropriate for AT&T to J'CGuest discovery from KPMG. Therefore, the Commission denies
KPMG's Motion, and directs KPMG to comply with the AT&T's discovery requests.

••••••
WHEREFORE IT IS ORDERED, that the notice served by AT&T seeking to depose

three BellSouth employees is quashed.

ORDERED FURTHER, that BellSouth shall respond immediately to intCITogatories
served upon it.

Docket No. 8354-U
Page 1 of2

ORDERED FURTHER, that KPMG's Motion is hereby denied.
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ORDERED FURTHER, that a motion for reconsideration, rehearing or oral argument
or any other motion shall not stay the effective date of this Order, unless otherwise ordered by
the Commission.

ORDERED FURTHER, that jurisdiction over this matter is expressly retained for the
purpose of entering such further Order or Orders as this Commission may deem just and proper.

The above by action of the Commission in Administrative Session on the 17'1h day of
April, 2001.

Reece McAlister
Executive Secretary

Date

~,./Y&.a..r McDonald, Jr.
Chainnan

~~~IDate (
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Establish Long-Term Pricing Policies for
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DOCKET NO. 10692-U

ORDER

RECEIVED
FEB 012000

tXECUTIVE SEGKr.fARY
G.P.S.C.

In re: Generic Proceeding to Establish Long-Term Pricing Policies For Unbundled
Network Elements

BY THE COMMISSION:

The Georgia Public Service Commission ("Commission") initiated this docket to establish
long-term pricing policies for combinations ofUnblUldled Network Elements (UNEs) and to establish
recurring and nonrecurring rates for particular combinations ofUNEs.

L INTRODUCTION

A. Backlround

On December 4, 1996, the Commission issued its Order on the AT&T Petition for
Arbitration. In that Order, the Commission set interim rates for lUlbundled network elements (UNEs).
The Commission stated in the AT&T Arbitration Order: "The Commission further rules that it shall
conduct a generic proceeding to develop appropriate long-term pricing policies regarding
recombination ofunbundled capabilities." Docket 6801-U, AT&T Arbitration Order, p. 52.

On December 6, 1996, the Commission issued a Procedural and Scheduling Order to consider
cost-based rates in Docket 7061-U, In Re: Review ofCost Studies. Methodologies. and Cost-Based
Rates for Interconnection and Unbundling of BellSouth Telecommunications Services. The
Commission issued its final order in that case on December 16, 1997 setting pennanent rates for
stand-alone UNEs. In its order, the Commission stated: "The Commission reaffirms its corollary
decision in Docket 6801-U that it shall conduct a generic proceeding to develop long-term pricing
policies regarding recombination ofUNEs.... Indeed, the Commission notes that this proceeding
is not, and was not intended to be the 'Generic Proceeding' to develop appropriate long-term pricing

Docket No. 10692·U
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policies regarding recombination ofunbundled capabilities that was envisioned in the Commission's
December 4, 1996 order ruling on Arbitration in docket 680l-U." Docket 7061-U, UNE Cost Order,
pp.48-49.

Various parties have continued to show an interest in this issue. For example, on April 10,
1998, AT&T filed a petition with this Commission to commence a generic proceeding to establish
long-tenn pricing policies for UNEs. ~ Docket 9097-U. On January 23, 1999, MCIMetro Access
Transmission Services, LLC, filed a complaint against BellSouth to obtain OS I Loop - Transport
combinations at UNE prices. ~ Docket 6865-U.

On January 25, 1999, the Supreme Court issued its decision in AT&T CotpOration v. Iowa
Utilities Board. 119 s.a. 721 (1999). This matter had come before the Supreme Court on writs of
certiorari from the decision of the Eighth Circuit Court of Appeals which had vacated portions of the
Federal Communications Commission's First Report and Order issJed on August 8, 1996. Among other
provisions, the Eighth Circuit had vacated FCC Rule 315(b) which prohibited ILECs from separating
elements which are already combined. The Supreme Court reversed the Eighth Circuit on this issue,
reinstating Rule 315(b). The Supreme Court affinned the ruling ofthe Eighth Circuit that CLECs am
provide local service relying solely on the elements in an incumbent's network The Supreme Court ruled,
however, that the FCC did not adequately consider the "necessary and impair" standard in determining
which network dements incumbents nwst provide to CLECs. As a~ the Supreme Court vacated the
FCC's Rule 319.

On September 15, 1999, the Federal Communications Cormnission (FCC) completed its
reconsideration ofRule 319, adopting its Third Report and Order and Fourth Further Notice ofProposed
Rulemaking (Third Report and Order), Implementation of the Local Competition Provisions of the
Teleconununieations Act of 1996, CC Docket No. 96-98. The FCC's written order was released on
November 5, 1999. In this Third Report and Order, the FCC revised, in light ofthe Supreme Court's
order, the list ofthe network elements that nEC must provide on an unbundled basis and issued a new
Rule 319. The FCC ruled that the following elements must be unbundled: Loops, subloops, network
inter&ce device (NID), circuit switching, interoffice transmission fiIci1ities, signaling and call-related
databases, and operations support systems (OSS). For circuit switching, the FCC ruled that Incumbent
LEes must offer unbundled access to local ciraJit switching, except for switchins used to serve business
users with tour or more lines in FCC access density zone 1 (the densest areas) in the top SO Metropolitan
Statistical Areas (MSAs), provided that the incumbent LEC provides non-discriminatory, cost-based
access to the enhanced extended link (EEL, a combination of an unbundled loop,
multip1exinWconcentrating equipment, and dedic8ted transport.). The FCC ruled that, pursuant to section
51.31S(b) ofthe FCC's rules, incumbent LECs are required to provide access to combinations ofloop,
multiplexing/concentrating equipment and dedicated transport ifthey are currently combined. The FCC
did not readdress whether an incumbent LEC must combine network. elements that are not already
combined in the network, because that issue is pemting before the Eighth CiItuit Court ofAppeals. Fma1Iy,
the FCC sought C01IUl1tl1t on the legal and policy bases for precluding requesting caniers from substituting
dedicated transport for special aa:ess entrance facilities.

Docket No. 10692-U
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On November 24, 1999, the FCC issued a Supplemental Order to its Third Report and Order.
In this Supplemental Order, the FCC modified its conclusion in paragraph 486 ofthe Third Report
and Order to allow incumbent LECs to constrain the use of combinations of unbundled loops and
transport network elements as a substitute for special access service. Supplemental Order, 14. !XCs
may not convert special access services to combinations ofunbundled loops and transport network
elements, whether or not the IXCs self-provide entrance facilities. unless the !XC uses the
combination "to provide a significant amount of local exchange service, in addition to exchange
access service. to a particular customer." Id. at 1 s.

B. Statement of Proceeding

On May 18, 1999, the Commission issued its Procedural and Scheduling Order that set forth
the scope of the hearing in this matter. The Scheduling Order stated that the purpose of this
proceeding was to establish long-term pricing policies for combinations of Unbundled Network
Elements (UNEs). The Scheduling Order stated that the Commission would set recurring and non­
recurring rates for certain combinations ofUNEs. In addition, it stated that the Commission would
set pricing policies for combinations ofUNEs generally. Finally, the Scheduling Order stated that the
Commission would consider, and parties testimony should address, the following issues:

I. How should the recurring and nonrecurring charges for UNEs
combinations be determined?

2. What are the appropriate recurring and nonrecuni.ng charges for the
following combinations:

1. OS I Loop - Transport combination
ii. 2-wire analog loop-port combination

3. What other UNE combinations have CLECs requested from BellSouth
and what are the appropriate recurring and nonrecurring charges for these
combinations?

The Scheduling Order provided that any party submitting a cost study was required to
provide comprehensive and complete work papers that fully disclosed and documented the process
underlying the development of each of its economic costs, including the documentation of all
judgments and methods used to establish every specific assumption employed in each cost study. The
Scheduling Order required that the work papers clearly and logically represent all data used in
developing each cost estimate, and be so comprehensive as to allow others initially unfamiliar with
the studies' to replicate the methodology and calculate equivalent or alternative results using
equivalent or alternative assumptions. The Scheduling Order required that the work papers be
organized in such a manner as to clearly identify and document all source data and assumptions,
including investment, expense, and demand data assumptions.

Docket No. 10692-U
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BellSouth and AT&T filed cost swdies in this proceeding. BellSouth presented recurring and
non-recurring cost studies which used basically the same methodology adopted by the Commission
in its December 16, 1997 Order in Docket 7061-U. Most, but not al~ ofthe adjustments that were
ordered by the Commission.in Docket 7061-U were incorporated into the new studies. AT&T
presented the HAl Model 5.1 (HAl or Hatfield) for a limited number ofthe recurring costs and the
AT&T and MCI Non-Recurring Cost Model for a limited number of the non-recurring costs. For
those costs, not covered by its models, AT&T recommended that use BellSouth's cost studies with
modifications.

In hearings commencing July 13, 1999, the Commission heard testimony from witnesses for
AT&T Communications ofthe Southern States (AT&T), Inc., BellSouth Telecommunications, Inc.
(BellSouth), the Competitive Telecommunications Association (Comptel), the United States
Department ofDefense and All Other Federal Executive Agencies (collectively referred to as DOD),
Excel Telecommunications, Inc. (Excel), Intermedia Communications, Inc. (Intermedia), MCI
WorldCom, Inc. (MCI WorldCom), Sprint Communications Company, L.P. (Sprint), and Qwest
Communications (Qwest). After the conclusion of the hearings, the Commission received closing
briefs from interested parties. In addition to receiving briefs from most of the parties sponsoring
witnesses, the Commission received briefs from the Consumers' Utility Counsel Division (CUCD),
ICG Telecom Group, Inc. (ICG), and NEXTLINK Georgia, Inc. (NEXTLINK).

As discussed above, on November 5, 1'999, the FCC issued its Third Report and Order. On
December 7, 1999, the Commission issued its Order Setting Briefing Schedule which allowed any
interested parties to file briefs addressing the impact of the FCC's Third Report and Order on the
issues in this case. The Commission received Briefs from AT&T, BellSouth, Certain Facilities-Based
CLECs (Focal Conununieations Corp. ofGeorgia, ICG, Intennedia, and NEXTLINK), CUCD, KMC
Telecom, Inc. and KMC Telecom II, Inc. (KMC), MCI, and Sprint.

c. Jurisdiction

Under the Federal Telecommunications Act of 1996 (Federal Act), State Commissions are
authorized to set rates and pricing policies for interconnection and access to unbundled elements. In
addition to its jurisdiction ofthis matter pursuant to Sections 251 and 252 of the Federal Act, the
Commission also has general authority and jurisdiction over the subject matter of this proceeding,
conferred upon the Commission by Georgia's Telecommunications and Competition Development
Act of 1995 (Georgia Act), O.C.G.A. §§46-5-160 et seq., and generally O.C.G.A. §§ 46-1-1 et seq.,
46-2-20,46-2-21, and 46-2-23.
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ll. FINDINGS AND CONCLUSIONS

A. UNE Combinations GeneraUy

Before detennining the actual rates for any combinations ofunbundled network elements, the
Commission must address certain underlying issues. In particular, the Commission must determine
the scope of BellSouth's obligation to provide combinations of UNEs and the applicable pricing
standards that apply to combinations ofUNEs.

1. Rule 319 / Necessary and Impair Standard

In January 1999, the Supreme Court ruled that the FCC did not adequately consider the
"necessary and impair" standard in determining which network elements incumbent LECs must
provide to CLECs. As a result, the Supreme Court vacated the FCC's Rule 319. In the hearings held
before this Commission, BellSouth argued that this Commission should consider the necessary and
impair standard in making its determination. Since the hearing was held, the FCC has completed its
reconsideration ofRule 319 and specified a national list ofUNEs that ll.ECs must provide: Loops,
subloops, network interface device (NID), circuit switehing1

, interoffice transmission facilities,
signaling and call-related databases, and operations support systems (OSS).

For UNEs on the national list, there is no need for this Commission to consider the necessaIY
and impair standard since the FCC already made that detennination. Indeed, the FCC stated that the
goals ofthe Act would better be served ifnetwork elements are not removed from the national list
on a state-by-state basis, at this time. The FCC order did recognize that state commissions are
authorized to require incumbent LECs to unbundle additional elements as long as the obligations are
consistent with the requirements of section 251. Accordingly, this Commission would apply the
necessary and impair standard to the extent it considered a request to expand the unbundling
requirements under the Federal Act. Since this Commission is not expanding the national list in this
order, there is no need for this Commission to undertake such an analysis. Some CLECs have
requested that the Commission define the enhanced extended link (EEL) as a UNE. Joint
Supplemental Brief of Certain Facilities-Based CLECs, p. 7. The EEL is a UNE combination
consisting ofa loop, transport and a crOSS-COIUlect. Like the FCC, the Commission declines to define
the EEL itselfas a UNE. Third Report and Order, 1478. However, as discussed below, CLECs can
obtain at UNE rates combinations ofUNEs that BellSouth ordinarily combines in its network.

1 For circuit switcbing. the FCC ndcd that In~bc:nt LEes must oft'er unbundled access to local circuit switching,
except for switchiDg used to serve basiDcss users with four or more liDes in FCC access density zone 1 in the top SO'
MetropoIitaa Statistical Areas (MSAs), provided that the incumbent LEC provides DOIl-discriminatory, cost-based
access to the eohanced extended liDk.

Docket No. 10692-U
Page 5 of23



2. Applicability ofFCC Rules to Pricing ONE Combinations

In its FII'St Report and Order, the FCC had required that prices for unbundled network elements
be developed using the TELRIC methodology. The Eighth Circuit had vacated the FCC's pricing rules
on the grounds that pricing was outside ofthe FCC's jurisdiction and was reserved for the states. The
Supreme Court overturned the Eighth Circuit on this issue, ruling that the FCC bad jurisdiction to design
a pricing methodology that the States must use. Since it had detennined that the FCC lacked the
jurisdiction to require a particular pricing methodology, the Eighth Circuit never reached the issue of
whether TELRIC complies with the Act. The Supreme Court remanded this issue back to the Eighth
Circuit. The FCC's pricing rules have been reinstated by the Supreme Court and are currently in effect
pending the Eighth Circuit's review ofTELRIC.2

BellSouth had argued in this proceeding that while "the FCC was very specific to establish
pricing rules for the provision ofindividual VNEs. The FCC did not establish pricing rules to
govern the provision ofcurrently combined UNEs. II (pre-filed Direct Testimony ofVamer, p. 24).
The Commission disagrees.

The FCC's pricing rules provide:

Rule 51.501 Scope.

(a) The rules in this subpart apply to the pricing ofnetwork elements,
interconnection, and methods ofobtaining access to unbundled
network elements, including physical collocation and virtual
collocation.

(b) As used in this subpart, the term "element" includes network elements,
interconnection, and methods ofobtaining access to unbundled
elements.

Rule 51.503 General Pricing Standard.

(a) An incumbent LEC shall offer elements to requesting carriers at rates
terms and conditions that are just, reasonable and nondiscriminatory.

(b) An incumbent LEC's rates for each element it offers ... shall be
established, at the election ofthe state commission-
(1) pursuant to the forward-looking economic cost-based pricing

methodology set forth in §§51.505 and 51.511 ofthis part; or
(2) consistent with the proxy ceilings and ranges set forth in

§51.513 of this part.
(c) The rates that an incumbent LEC assesses for elements shall not vary

2 As discussed below. the portion ofthe pricing rules which requires geographic deaveraging has been stayed by the
FCC.
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on the basis of the class ofcustomers served by the requesting carrier,
or on the type ofservice that the requesting carrier purchasing such
elements uses them to provide.

The rules clearly apply to the pricing ofall network elements. Nowhere in the rules does
the FCC imply that they apply only to network elements that are physically separated from other
network elements. The rules do refer to "unbundled" elements; however, the Supreme Court
specifically reJected BeUSouth's argument that the term unbundled means physically separated:

Nor are we persuaded by the incumbents' insistence that the phrase "on an
unbundled basis" in §251(c)(3) means "physically separated." The dictionary
definition of "unbundled" (and the only definition given, we might add) matches
the FCC's interpretation ofthe word: "to give separate prices for equipment and
supporting services." Webster's Ninth New Collegiate Dictionary 1283 (1985).

Iowa Board, (Emphasis added).

In its Third Report and Order, the FCC made it clear that it considered its pricing rules for
UNEs to be applicable to combinations ofUNEs. Third Report and Orderlft 480 and 486. Based
on the FCC's statements in its Third Report and Order, BellSouth has stated that "[w]hile the merits
ofthe FCC's pricing rules are currently on appeal, BellSouth will provide currently combined network
elements at cost-based rates in accordance wi~ the FCC's TELRIC pricing rules." BellSouth's Brief
on the Impact ofthe FCC's Third Report and Order, p. 8.

The Commission finds that the FCC pricing rules do apply to combinations of network
elements.

3. Reasonable Profit

The cost model that BellSouth presented in this proceeding includes the return on equity
which this Commission adopted in Docket 7061-U. Thus, the costs that the model generates includes
as profit a reasonable return on BeUSouth's investment. In addition to the costs plus profit generated
by its cost model, however, BellSouth has argued that its rates should include an additional sum,
which it refers to as a "reasonable profit." BellSouth argues that the "reasonable profit" for a 2-wire
analog loop-port combination should be an additional recurring charge of$9.19. For a 4-wire DS1
loop-transport combination, BellSouth argues that it should be an additional $78.25. While
BellSouth's cost models generate costs for other combinations, it has not recommended a rate or an
amount of"reasonable profit" for them.

In Docket 7061-U, the Commission addressed the issue of the meaning of the term
"reasonable profit" as it is used in 47 U.S.C. § 252(d)(1)(B). The Commission stated:
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The Commission does not accept BellSouth's assertion that the "reasonable profit"
referred to in 47 U.S.C. § 252(d)(l)(B) means a profit over and above the cost
including cost ofcapital. . .. [T]he Connnission notes that BellSouth's interpretation
would run counter to established pricing principles that the reasonable profit is
incorporated within the concept ofcost ofcapital.

Order in Docket 7061-U, p. 24. The Commission hereby reaffirms its finding in Docket 7061-U.

BellSouth argued that the best way to provide for a reasonable profit is to set the price of
currently combined UNEs at the resale rate. BST's Brie£: p. 24. While this Commission previously
ruled that UNE combinations that replicate a retail service should be priced as resale, in light of the
court decisions rejecting BeUSouth's arguments that UNE combinations are, or should be treated as,
resale, this position is no longer tenable. The Eighth Circuit rejected the ILEC argument that when
a CLEC uses only leased network elements to provide a service that the wholesale rate should apply.
Instead, the Eighth Circuit affinned the FCC's "all elements" rule, ruling that even when a CLEC used
only leased elements to provide service, the elements would be priced at the cost-based rates, not the
wholesale rate. 120 F.3d at 814. The Supreme Court affirmed the Eighth Circuit's holding on the
"all elements" rule. The Supreme Court went even further. When it reinstated Rule 315(b), the Court
explicitly recognized that this rule would allow CLECs to lease a complete, preassembled network
at cost-based rates (assuming the list ofelements under Rule 319 was not changed). As the Court
stated:

Rule 31S(b) forbids an incumbent to separate already-combined
network elements before leasing them to a competitor. As they did in the
Court ofAppeals, the incumbents object to the effect ofthis rule when
it is combined with others before us today. TELRIC allows an entrant to
lease network elements based on forward-looking costs, Rule 319 subjects
virtually all network elements to the unbundling requirement, and the
all-elements rule allows requesting carriers to rely only on the
incumbent's network in providing service. When Rule 31S(b) is added to
these. a competitor can lease a complete. preassembled network at
(allegedly vety low) cost-based rates.

The incumbents argue that this result is totally inconsistent with
the 1996 Act. They say that it not only eviscerates the distinction
between resale and unbundled access, but that it also amounts to
Government-sanctioned regulatory arbitrage. Currently, state laws
require local phone rates to include a "universal service" subsidy.
Business customers, for whom the cost ofservice is relatively low, are
charged significantly above cost to subsidize service to rural and
residential customers, for whom the cost ofservice is relatively high.
Because this universal-service subsidy is built into retail rates. it is
passed on to carriers who enter the market through the resale provision.
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Carriers who purchase network elements at cost, however, avoid the
subsidy altogether and can lure business customers away from incumbents
by offering rates closer to cost. This, ofcourse, would leave the
incumbents holding the bag for universal service.

As was the case for the all-elements rule, our remand ofRule 319
may render the incumbents' concern on this score academic. Moreover,
§254 requires that universal-service subsidies be phased out, so
whatever possibility of arbitrage remains will be only temporary. In any
event, we cannot say that Rule 31S(b) unreasonably interprets the
statute.

Iowa BOard. (Emphasis added).

While BellSouth proposed several other alternative theories which it claimed could be used
to calculate its proposed "reasonable profit" ofS9.19, no such calculation appears in the record.
BellSouth merely makes a conclusory statement as to what its reasonable profit should be without
any showing ofhow it anived at the number. In addition, as discussed in the prior section, the FCC's
UNE pricing rules apply to UNE combinations. BellSouth's "reasonable profit" proposals are
contrary to FCC rules that prohibit the consideration ofcertain factors when setting rates:

§ 51.505(d) Factors that may not be considered. The following factors shall not be
considered in a calculation ofthe forward-looking economic cost ofan element:
(I) Embedded costs. Embedded costs are the costs that the incumbent LEC incurred

in the past and that are recorded in the incumbent LEC's book ofaccounts.
(2) Retail costs. Retail costs include the costs of marketing, billing, collection, and

other costs associated with offering retail telecommunications services to
subscribers who are not telecommunications carriers, described in § 51.609 of
this part.

(3) Ogportunity costs. Opportunity costs include revenues that the incumbent LEC
would have received for the sale oftelecommunications services, in the absence
ofcompetition from telecommunications carrier that purchase elements.

(4) Revenues to subsidize other services. Revenues to subsidize other services
include revenues associated with elements or telecommunications service
offerings other than the element for which a rate is being established.

Based on the above, the Commission rejects BellSouth's so-called reasonable profit
adjustment.

4. Currently Combines

FCC Rule 315 addressed combinations ofunbundled network elements. Rule 315(b)
provides:
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Except upon request, an incumbent LEC shall not separate requested network elements
that the incumbent currently combines~

Emphasis added. BeUSouth has interpreted the tenn "currently combines" as "currently combined."
BeUSouth defines the term to mean those elements "that are physically in a combined state as oCthe
time the CLEC requests them and which can be converted to UNEs on a 'switch as is' or 'switch with
changes' basis. . .. Currently combined elements only include loops, ports, transport or other
elements that are currently installed for the existing customer that the CLEC wishes to serve."
BellSouth's Posthearing Brief, p. 9. The CLECs have interpreted the tenn to mean elements that are
typically combined in the ILECs network, even if the particular elements being ordered are not
actually combined at the time the order is placed. .

When the Supreme Court reinstated Rule 31 S(b), it stated its understanding ofthe intent
of the rule:

The reality is that §2S I(c)(3) is ambiguous on whether leased
network elements mayor must be separated, and the rule the Commission
has prescribed is entirely rational, finding its basis in §2S I (C){3)'S
nondiscrimination requirement. As the Commission explains, it is aimed
at preventing incumbent LECs from "disconnect[ing] previously connected
elements, over the objection ofthe requesting carrier, not for any
productive reason, but just to impose wasteful reconnection costs on new
entrants." Reply Brieffor Federal Petitioners 23. It is true that Rule
31S(b) could allow entrants access to an entire preassembled network. In
the absence ofRule 31S(b), however, incumbents could impose wasteful
costs on even those carriers who requested less than the whole network.
It is well within the bounds ofthe reasonable for the Commission to opt
in favor ofensuring against an anticompetitive practice.

Iowa Board.

It appears clear that the Supreme Court believed that at least one major purpose ofRule
31 S(b) was to prevent the incumbent from ripping apart elements which were already connected to
each other. The Commission agrees that at the very least, Rule 31S(b) requires BellSouth to provide
combinations ofelements that are already physically connected to each other regardless ofwhether
they are currently being used to serve a particular customer. The Supreme Court, however, did not
state that it was reinstating Rule 315(b) only to the ettent it prohibited incumbents from ripping apart
elements currently physically connected to each other. It reinstated Rule 31S(b) in its entirety, and
it did so baSed on its interpretation ofthe nondiscrimination language ofSection 2S1(cX3). See Third
Report and Order," 481 and 482.
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Indeed, the Nmth Circuit Court ofAppeals has recently ruled that it "necessarily follows
from AT&T that requiring [the aEC] to combine unbundled network elements is not inconsistent
with the Act ... the Act does not say or imply that network elements may only be leased in
discrete parts." U.S. West Communications v. MFS lntelenet. Inc, 1999 WL 799082, *7 (9th Cir.
Oct. 9, 1999). In response to U.S. West's argument that the Eighth Circuit's invalidation ofFCC
Rules 31 5(c)-(f) required the Ninth Circuit to conclude that a state commission's order requiring
an lLEC to provide combinations violates the Act, the Ninth Circuit stated:

The Supreme Court opinion ... undermined the Eighth Circuit's rationale for
invalidating this regulation. Although the Supreme Court did not directly review
the Eighth Circuit's invalidation of§ 51.315(c)-(f), its interpretation of47 U.S.C. §
251(c)(3) demonstrates that the Eighth Circuit erred when it concluded that the
regulation was inconsistent with the Act. We must follow the Supreme Court's
reading ofthe Act despite the Eighth Circuit's prior invalidation ofthe nearly
identical FCC regulation.

Rule 315(b), by its own terms, applies to elements that the incumbent "currently combines,"
not merely elements which are "currently combined." In the FCC's First Report and Order, the FCC
stated that the proper reading of"current1y combines" is "ordinarily combined within their network,
in the manner which they are typically combined." First Report and Order, , 296. In its Third Report
and Order, the FCC stated that it was declining to address this argument at this time because the
matter is currently pending before the Eighth Circuit. Third Report and Order, , 479.3 Accordingly,
the only FCC interpretation of "currently combines" remains the literal one contained in the First
Report and Order. The Commission finds that "currently combines" means ordinarily combined
within the BellSouth network, in the manner which they are typical1y combined." Thus, CLECs can
order combinations oftypically combined elements, even ifthe partiadar elements being ordered are
not actually physically conne¢ed at the time the order is placed. However, in the event that the
Eighth Circuit Court of Appeals determines that aBCs have no legal obligation to combine UNEs
under the Federal Act, the Commission will reevaluate its decision on this issue. The Commission
further finds that the particular loop/port and loop/transport combinations at issue in this case are

3 While the FCC declined to addn:ss this argument again in its Third Report IDd Order, sipificantly the FCC did DOt
disavow the position it took in tbc First Report IDd Order. BcllSouth cgaes that "the FCC JUde clear that 'CUI'l'eD!1y
combined' e1emeIlts are those elements physically combined as ofthe time the CLEC requests them ad which can be
coaverted to UNEs OIl a 'switch as is' or 'switch wi1h chmges blSis." BeUSouth's BriefOIl .Imp.et ofThird Report mel
Order, p. S. The FCC, however, was not stating that Rule Sl-31S(b) is limited only to CIIl'I'CIltlycombincd elClllCllfS.
lnstcId. tbc FCC was stating that since, at the least, Rule S1·31S(b) includes CUII'CIlt1y combined c1cmalts, IDd since
when a CLEC purchases special access the elements arc currently combined, that evca wader the more I'CSlrictivc
"currently combined" intcrpreta.tioo CLECs would be able~ coavcrt special access to loop-1rIDspOl1 combinatioDs at
UNE rates. Third.Report and Order' 480.
4 BeUSouth's argument that the cost studies it presented in this matlec arc based on its defiDitioa of"cum:ntly
combined" is discussed below in Section n.B.4, below.
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ordinarily combined in BellSouth's network.

Based on the FCC's Third Report and Order, even if this Commission were to limit the
definition ofltcurrently combines" to the more restrictive "currently combined" interpretation, ClECs
would still be able to obtain and use the same ONE combinations. The process ofobtaining them
would be more cumbersome, however, and would serve no purpose except to complicate the ordering
process and impede competition. According to the FCC, CLECs can purchase services such as
special access and resale even when the network elements supporting the underlying service are not
physically connected at the time the service is or.dered. At the point when the CLEC begins to receive
such service, the underlying network elements are necessarily physically connected. The CLECs can
then obtain such currently combined network elements as UNE combinations at UNE prices. Third
Report and Order, '" 480, 486. The Commission finds that even assuming arauendo that "currently
combines" means "currently combined," rather than go through the circuitous process ofrequiring
the CLEC to submit two orders (y., one for special access followed by another to convert the
special access to UNEs) to receive the UNE combination, the process should be streamlined to allows
CLECs to place only one order for the UNE combination.

5. BellSouth's Proposed Restrictions

BellSouth had proposed in its testimony in this matter numerous restrictions on the use of
UNE combinations. These proposed restrictions included:

Combinations would be available for only two years, beginning only after
BellSouth obtains Section 271 approval;

Customers must be in service for six months before they may be served through a
UNE combination;

Combinations would only be available in the areas defined by BellSouth rate
groups 2 and 5;

Looprrransport combinations must terminate on a CLEC circuit-switched, local
voice switch;

Looprrransport combinations can only be used to provide local voice switched
service.

Looprrransport combinations cannot be used by the entrant to provide special
access service; and,

BellSouth's justification for proposing these restrictions was that they were necessary to
create "the appropriate economic incentives." BellSouth's Posthearing Brief, p. 27. BellSouth also

Docket No. 10692-U
Page 12 of23


